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Purpose - In recent years, the corporate governance has become a subject of concern by many 
stakeholders and emphasis has been laid on the roles of Audit Committees to ensure the quality 
of financial reporting and compliance of audit requirements by the public listed companies (PLCs). 
Over the years poor corporate governance (CG) has been widely and frequently reported as a 
major factor that led to the 1997 Asian crisis, and numerous organisations have claimed that 
it was the main cause indeed (Nam, 2004). The World Bank claimed that poor CG within the 
Eastern Asian countries is attributed to a lack of an effective board of directors, inadequate internal 
control, unreliable financial statements, absence of sufficient information, poor compliance, and 
a lack of effective audit system (World Bank, 1998). The challenges mentioned have led to huge 
losses and poorly estimated liabilities. However, the regulatory bodies in charge of monitoring 
as well as controlling the affairs have failed to identify these weaknesses and to put in corrective 
measures.  Malaysia was also hard hit by the Asian economic crisis that impacted the region in 
1997. Corporate sector weaknesses and poor CG were considered important causes of the crisis 
(Khatri, Leruth & Piesse, 2002). The companies affected were in financial distress and had to 
seek protection under a winding up/bankruptcy protection.  According Abdul Rahman et al (2007), 
as a result of the advents of the meltdown, the government of Malaysia saw the need to keep 
the standard of CG in all companies to regain and re-secure investors’ interest and confidence. 
As a result, the Malaysian Code of Corporate Governance (MCCG) is introduced (HLFC, 2000) 
and the Bursa Malaysia strengthen their Listing Requirements and best practice efforts is been 
practised in PLCs. One of the principles in the MCCG, Bursa Malaysia Listing Requirements is 
concerning the requirements of audit practises among the PLCs.  In light of the above discussion, 
this paper focuses on the issue of compliance of audit requirements by the PLCs in Malaysia 
Capital Markets.  
Methodology - The study  adopted a qualitative methodology with the aim to analyse whether PLCs 
in Malaysia are successful in complying the audit requirement under the MCCG, Bursa Malaysia 
Listing Requirements (BMLR) and their companies best practices.  Data were collected using 
qualitative method through a legal normative research approach (Ibrahim, 2006) and gathered 
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from the Annual Report of PLCs. The actual population size of the companies considered were 
742, of which 223 companies (i.e. representing 30%) were chosen as a sample to be analysed 
for a period of three years from 2012 to 2015.
Findings - The findings shows that 218 (98%) companies reported the internal control efforts. 
The directors should, at least annually, conduct a review of the risks facing the company and 
the effectiveness of the system of internal control.  The internal control should be part of the 
internal rules and regulations as a safeguard of good practices.  It is the responsibility of the board 
of directors to ensure that the policies and procedure of the establishment of audit committee 
is effectively implemented by the management.  Further, 219 (98%) companies reported the 
existence of companies’ audit committee while 4 (2%) did not report about the audit committee. 
In regards to the duties of an audit committee, it should include keeping under review the 
scope and results of the audit and its effectiveness, and the independence and objectivity of 
the auditors. It is emphasized by the respondents that the Audit Committee is responsible for 
ensuring that adequate resources are allocated and provided to the internal auditors for the 
purpose of  performing their duties according to the annual audit plan.  Additionally, the duties of 
the Audit Committe is to monitor any potential conflict of interest situation that may arise within 
the  company, including any transaction, procedure or course of conduct that raises the questions 
of management integrity.
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CONCLUSIONS
In summary, the audit requirements has been fulfilled by PLCs and it is indicated in their annual 
reports that their board established formal and transparent arrangements for considering on how 
they should select and apply accounting policies, financial reporting and internal control principles 
and maintaining an appropriate relationship with the company’s auditors.
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